THE FEDERAL RESERVE BANK OF ATLANTA

Individuals, businesses, and countries exchange goods and services
when the parties involved expect mutual benefits.
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Produce both? Or just one?
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Chocolate bars
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Goods and services
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Examples of production
combinations at which the
production of chocolate cakes and
chocolate hars is most efficient
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A point at which resources are not
being used efficiently to produce
chocolate cakes or chocolate bars
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A point at which output is not
attainable based on the current
production resources
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Limits on the quantity of imports

Export Restrictions

Self-imposed limits on the
quantity of exports
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Free trade

- Promotes efficient production
- Stimulates economic growth

- Increases consumption

* Lowers prices

- Increases structural unemployment

-Weakens infant industries
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Tariffs

Taxes on imports

Subsidies

Payments to the producers of certain
goods for export or to producers competing
against imports

Safeguards domestic industries and jobs

- Insulates infant industries

 Allocates resources inefficiently

- Discourages innovation
- Limits variety of goods and services
- Raises prices






